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I, Thomas Ihilfaker, declare as follows:

L 1 am cunently employed as the Director of Business Development for SIATeeh

and NEWCorp. I have been eontinuonsly employed by these organizations sinee July 1, 2004.

From Jnly of 2005 through June of 2010, I held the position of Director of Information Systems

for SIATech and NEWCorp.

2. The School for Integrated Academics and Technologies ("SIATech") is an

!lccredited public charter high school with seven campus locations in C!llifornia. All of the

campuses arc located (In Job Corps sites. Job Corps is a federal program funded by the

Department of Labor that provides vocational training to high school agcd youth and young

adults. SlATed! schools at Job Corps serve a student population drawn entirely from households

below the federally defined povcrty line. SIATeeh schools in Californi!\ pmtieip;lte in the E"Rate

prognllll and submit applications for program funding as membcrs of the SIATeeh consortium.

Over 10,000 students have graduated ti'om the nationwide school network .- all of which are

fonner dropouts.

3. New Education for the Workplace ("NEWCorp") is a not,·foro,profit entity closely

affiliated with SIATech. NEWCorp has taken the SIATcch school model and rcplicated it with

public chartcr schoolS j n statcs other than C!IHfornia.

18 4. At present there are seven additional fully accredited SIATech schools operating

19 under NEWCorp and submitting E"Rale funding requests as mcmbcrs of the NEWCorp

20 consortium. The schools are located in Ariz()lla, New Mexico and Florida.

21 5. Over the past eight years, SIATech and NEWCorp have developed a unique and

22 effective web based cnrriculum ("eul1"ieulum"). Thc design and implementation of the

23 curriculum takes full advantage of workstations, servcr and WAN (wide arca network)

24 technology which allows centn!1 development and management of the eU1Ticulum with dircct

25 online aecess available to all students. The E"lbte program has provided tremendous support for

26 this design and implemcntation by providing a subsidy for the network costs over the years.

27 Without this support, it is unlikely SIATeeh !lnd NEWCorp could have developer! this approach

28 to deliver the curriculum on which the program depends.
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7. All of the denials by USAC of SIATeeh and NEWCorp's funding requests arc

6. SIATeeh and NEWCorp have participated in the E"Rate Funding Program ("fl·

Rate") since as e,\rly as 2003. The vust majority of SIATech and NEWCorp's costs for internet

and telcconununieations services qualify for reimbumement under E-Rate. In fact, 90% of such

costs incurred by SlA1'ech and NEWCorp arc eligible f{)l' reimbursement under E-Rute. The E-

Rate Program is critical to the existence of SIATech and NBWCorp entire education program.

contracts with ]'rillion, SIATech and NEWCorp had contracted with Trillion for non-fl-Rate

associMed with contracts entered into by the schools with Trillion Partners ("Trillion"), an B­

Rute listed network services vendor based in Austin, TeXHS. Prior to entering into E"Rate funded

products.

8. Beginning in E··Rate funding year 2006, SIATeeh and NEWCorp sought bids for

the replacement of an existing Wide Area Network. During this and subsequent funding years,

SlATech and NEWCorp filed all of the required E-Rate forms and complied with all

procurement rules published by the FCC and lJSAC. In all E-Rate contracting decisions,

SIATeeh and NHWCorp selected the vendor which offered the most cost-effective means of

meeting educational and technological goals. For WAN services, that vendor was Trillion.

9, During the five year period of submitting requests for E-Rate funding, SlATeeh

and NEWCorp were responsive to all funding application reviews conducted by USAC. These

included annual Program Integrity Assurance ("PIA") reviews, periodic (and morc

comprehensive) Selective Reviews, and an onsite audit conducted in early 2009. None of these

reviews identified any problems with SlATeeh and NEWCorp processes for hid reviews and

22 servicc provider selection.
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23 10. Starting in June 2009, USAC began sending SIATech and NEWC01ll new

24 additional requests for information in connection with various Trillion funding requests.

25 SIATech and NEWCorp mack timely and complete responses to these requests for information;

26 providing good faith answers to USAC based on the knowledge of the facts known to t.he person

27 responding at the time. In September of 2009, SIATeeh and NEWCorp received letters from

28 USAC indicating a pending denial of multiple years of funding requests. SIATech and
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1 NEWCorp again provided a timely response to USAC examples of what it perceived as unfair

2 bidding practices. In October 2010, without providing a response to any of the rebuttals offered

3 by SIATech and NEWCorp, USAC began issuing Funding Commitment Decision Letters

4 ("FCD1,") to the schools which denied E~Rate funding requests. Ultimately, for both SIATech

5 and NEWCorp combined, USAC denied E~Rate funding requests for five years 2006 to 2010 in

6 the amount of $3,825,482.
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11. USAC's funding denials were predicated on a finding that SIATeeh and

NEWCorp did not conduct a fair and open competitive bidding process in each of the respective

years whcn they selected Trillion Partners, Inc. to be their service provider.

12. In .E~Rate Funding Year 2006 SJATech and NEWCorp issued Form 470'8 and

RFP's for an upgn\de of their Wid() Area Network ("WAN"). SIATeeh and NEWCorp

personnel devclop()d Requests for l'rop(lsal <md completed the FCC Forms 470 withom the

assistance of any serviee provider or E~Ratc consultant. The process of bidding and contract

award for Fiscal Year 2006 was conducted in full accOl'dance with F.-Rate program niles in cffeet

at the timc. Trillion was selected ~LS the vendor for SIATeeh's and NEWCorp's WAN's, offering

the most cost-effectivc solution with the ptice of the digible products and sel'viees as the highest

weighted factor. In the subsequent years, the same proeess was followed and Trillion was again

seleeted as the vendor.

13. On or about June 12, 2009, USAC sent SIATech and NEWCorp requests for

information in eonnection with various Trillion funding requests. (Attaehed hereto as "Exhibit

B" is a true and eorreet copy of the June 12, 2009 letters to Applic<mts from USAC.)

14. On June 25, 2009, SIATeeh und NEWCorp responded to USAC's request for

information, in good faith, and based on the knowledge of the facts known to the person

responding at the tIme. (Attaehed hereto as "Exhibit C" is a true and eorrect eopy of the June 25,

2009 letters to USAC from SIATech and NEWCorp.)

15. On or about JUlie 3, 2010, USAC sent NEWCorp a request to respond to questions

and information eoneerning various SIATeeh and NEWCOl1' funding requests. Among other

things, the questions pertained to Form 470 and e-mail correspondenee with Trillion. (Attaehed

_ _.." ""... _•....:::1.: _" __._ _ . ..- ------. " " ..
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1 hereto as "Exhibit D" is a true and correct copy of the June 3, 2010 letter to NEWCorp from

2USAC.)

3 16. On June 4, 2010, USAC sent SlATeeh a similar request. (Attached hereto as
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"Exhibit E" is a tme and eon'cet copy of the June 4, 2010 letter to SIATedl from USAc') On

July 28, 2010 SIATeeh and NEWCorp responded to USAC's request for information, in good

faith, and based on the knowledge of the facts known to the person responding at the time.

(Attached hereto lIS "Exhibit F" are true and correct copies of the July 28, 2010 letters to USAC

from SIATeeh and NEWCorp.)

17. On or about September 9, 2010, USAC sent SlATceh and NEWCOIp requests to

respond to questions and information concerning various funding requests. (Attached hereto as

"Exhibit 0" is a true and correct copy of the September 9, 20lO letters to SJATech and

NEWCorp fromlJSAC.)

18. On September 15, 2010, USAC seut SIATeeh and NEWCorp 'I letter slating,

among other tbings, "based on the documentation that you have provided, the cntire FRN

1619254 & 1756542 will be denied bccause you did not conduct a fair and open competitive bid

process free from conflict of interest." (Attachcd hereto 'IS "Exhibit I-l" is a truc and correct copy

of the September 15, 2010 letter scnt to SIATech and NEWCorp from USAC).

19. SIATech and NEWCorp responded on Septcmber 28, 2010. (Attached hereto as

"Exhibit I" is a tlue and correct copy of the September 28, 2010 letter USAC from SIATech and

NEWCorp.)

20. On October 12, 2010, USAC issued PCDL's (Funding Commitment Decision

Letters) denying SIATech and NEWCorp 471 Applications for funding year 2010. (Attachcd

hereto as "Exhibit J" arc true and correct copies of the October 12, 2010 letters to SIATech and

NEWCorp from USAC.)

21.. On October 20, 2010, USAC issued peDI.'s denying SIATech and NEWCorp

471 Applicatiolls for funding yem' 2009. (Attached hereto as "Exhibit K" arc true and correct

copies of the October 20, 2010 letters to SIATech and NEWCorp from lJSAC).

22, On October 21, 2010 USAC issued Notification of Commitment Adjustllleni

__. __._._. "_..~._"_,_ .... .....,,....__ -5- __.... .. _
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1 Letters denying the SIATech and NEWCorp 471 Applications for funding years 2007 and 2008.

2 (Attached hereto as "Exhibit L" are true and correct copies of the October 21, 2010 letters to

3 SIATech and NEWCOI1J from USAC).

4 23. On October 25,2010, USAC issued an Administrator's Decision on FCC Remand

5 for Funding Year 2006 denying the SIA'I'ech and NEWCorp 471 Applications for funding year

6 2006 and 2007. (Attached hereto as "Exhibit M" is a true and correct copy of thc October 25,

7 2010 lelters to SlATech and NEWCorp from USAc')

8 24. On November 5, 2010, USAC issued notification of commitment adjustment

9 lett\lrS denying NEWCorp's 471 applications for funding years 2007·,2008. (Attached hereto as

10 "Exhibit N" ilre true and correct copies of the November 5, 2010 letters to NEWCorp fmm

OSAC.)

25. SIATeeh and NEWCorp Forms 470 requested specific services. SIATech and

NIlWCorp selected the service provider tbat offered the most cost effeetivc means of meeting

educational and technology goals in compliance witb program bid roles and regulations,

26. All of tbe Forms 471 and relatcd Applications snbmilled by SIATecb fllld

NEWCorp have becn subjected to Program Integrity Assurllnce (PIA) review by USAC.

11

12

13

14
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17 27. In 2009, under the direction of the PCC Office of the Inspector General, auditors

18 from KPMG conducted an onsite independent iludit of Funding Years 2006 and 2007 E"Rate

19 applications by SIATech for funding and service provider selections. The audit was conducted

20 to determine compliance with FCC regulations and orders. Two auditors were onsite at STATech

21 and NEWCorp administrative oftlces full"timc for three weeks and a third individual supervised

22 the audit with lIlultiple onsite visits. After their departure, the anditors continued the revicw at

23 their offices for an unknown period of time.

24 28. The final audit report dated December 2, 2009, stated the KPMG auditors

25 conducted f\ full review of the entire R-Rate service provider selections procedures used by

26 SIATeeh in Fiscal Years 2006 and 2007 for E-Rate fund disbursements made in the Fiscal Year

27 ended June 30, 2008. (Attached hereto as "Exhibit 0" is a true and correct copy of the KPMG

28 Audit Report December 2, 2009.)
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29. Ultimately, the auditors, seleeted by USAC and the FCC, eoneluded that SIATech

2 complied with the material requirements of FCC regulations in selecting Service Providcrs.

3 30. Moreover, USAC issued u M:magement Response Letter dated M,lrch 10, 2010

3L On or about Dcccmber 15, 2006, SIATech and NEWCorp tiled their Forms 470

advising vcnders that they ~ought both increascd WAN capacity and related equipmcnt

associated with thc additional scrvices. The Forum 470 wcre postcd through USAC to all

potential service providers as requircd by USAC regulation. All potential bidders were treatcd

the sallle and rcccived the same information. SlATech and NEWCorp waited the 111<llldatory 28

day pel'iod to select the vendor, providing alI vendors the oppOltunity to present a proposal.

32. The Conunission previously hus uddresscd spceifie situations in which all

applicant, service providcr, or both havc compromiscd the fairness of u compctitivc bidding

process because of improper conduct. What applicant schools were instructed to do under the

then published FCC and USAC guidelines was to follow the governing bidding and contracting

procedures of their district or state when sekcting E-Rate service providers. This is what

SIATeeh and NEWCorp did when selecting vendors for E-Rate program prodncts and scrvices.

eorrcct copy of the January 19, 2006 e-mail from Trillion to SlATt'eh) The e-mail messllge by

........................_-" ..:?:~----_. __.__._-_-.......- ...._---
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categOlized in "Tclecommunications Services." (Attached hereto as "Exhibit Q" is a true and

33. SIATech and NEWCorp conducted fair und opcn procurement processes. All

potential vendors received the same information and had the same oppoltunity to respond. There

was no violation of Program rules when the SIATech and NEWCorp selected scrvi.ce providers

with a ranking system that considered cost as the most important factor.

34. DUling the ymlrs of filing Forms 470, SIATech and NEWCol'p have been unsure

what category (If service is correct for their Priority I WAN services as these services cover both

Telceommunications Services and Intcmet Access (separate E-Rate filing categories).

35. The referred c-mail mcssage states that the WAN services arc more appropriately

4 thut "concurs with thc finding, effect and recommend'ltion" of KPMG. (Attached herNo us

"Exhibit P" is a true and COlI'CCt copy of the March 10, 2010, USAC Management Response

Letter.)
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Trillion was intended for SIATech and NEWCorp to understand the COITect procedural steps in

the Form 470 filing process to avoid any mle violations. The e·mail correspondencc did not in

any way influence the vendor selection process. The communication was simply to clarify thc

service category for the requested service.

36. The email dated January 8, 2008 from Trillion was intended for SIATcch and

NEWCorp to understand the correct procedural steps in the Form 470 filing process to avoid any

mk violations. (Attached hcreto as "Exhibit R" is a true and correct copy of the January 8, 2008

e-mails from Trillion to SIATeeh) The e-mail correspondencc did not in any way influcnce the

vendor selcction process.

37. The communications did not provide inside information or any bidding adv,mtage

to the: service provider. There is no evidence SIATeeh and NEWCorp receiv<:d more funding

than was appropriate for the requested service aud there is no evidence of waste, fraud or abuse,

misuse of funds, or a failure to adhere to core program requirements.

38. In FY 2006, STATech and NEWCorp signed fivc collt:l'aets with and implemented

a Wide Area Network (WAN) with Trillion being the service provider. From that point in time,

SIATech and NEWCorp intermllly referred to thc WAN as the "Trillion WAN", in an effort to

distinguish it from the WAN providcd by the schools' former service provider. "Trill" was

included in this identifier to allow SIATech and NEWC0111 internally to easily identify the

application as being WAN related. The identifier was not used to identify that Trillion was to be

awarded the contract, did not compromise the bidding process and did not unfairly influence the

outcome of the eompetition Or provide 1'rillion with inside information.

39. USAC's September 15, 2010 Proposed Dcnial of the E-Rate Funding is bllsed on

SlATech and NEWCorp employees receiving "valuable meals" from Trillion. The avcrage CO$t

of each meal per person was roughly $14.00. Each meal typieally had one to two attendees.

40. Neither SIATeeh and NEWC"!1) nor Trillion received any improper benefit from

these very modest meals. The mell]s were extensions of regular mcetings between the schools

and Trillion to di$cUSS ongoing technical and busine$$ issues related to the major network

$ervices bcing provided to SlATeeh and NllWCorp by Trillion.
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1 41. The meals took place in calendar years 2006, 2007 and 2008 and SIATech and

2 NEWCorp were not notified until June 3, 2010 by USAC of any potcntial violation of any

3 Program bid rule. No conflict of interest arose between SIATech and NEWCorp employees

4 attending meals with Trillion as the meals had no influcncc ovcr the schools' decisioll to select

5 Trillion as their Service Provider.
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42. SIATcch and NEWCorp had ongoing tcehnical discussions with Trillion

concerning WAN performance issues as they wcre (and are) their WAN service provider. These

discussions eovered ,\ large range of topics oriented to making surc the WAN architecture and

implementation (including WAN dcsign) were working as anticipated. These discussions

whether in business meetings or meals were )){Jt held in any WilY to plan or influencc thc issuance

of pcnding or future selection of vendors under E·Ratc.

43. SIATech and NEWCorp are ready, willing and able to rcimburse Trillion for the

total amount of what USAC says the meals cost.

44. I received e·mail correspondence that includcd an invitation to attend Trillion's

Customer Council meeting in flY 2007. These e-mails dated June 8, 2007 through June 13, 2007

state that I was invited to thc Customer Council. I suggcstcd that David Davis be invited, but he

was unable to attend. I also received e·mail communication from Trillion to attend ;1 National

Confcrence. I am not awarc of any employce of SIATech or NEWCorp that attendcd either the

conference or meeting. An intemal investigation found no evidence of any cmployce of

SIATech and NEWCOllJ having acccpted inappropriate travel expenscs, meal~, or gifts from

Trillion or any other vendor associated with the E-Rate pmgram. Nor did SIATcch and

NEWCorp find that Trillion provided any type of inccntive, financial or otherwise, to either

organizational entity as an indueementto give them preferential treatment.

45. During all of the years of g·Rate program participation, SIATech and NEWCorp

maintained a Board of Directors approved conflict-of..interest policy. In addition, all

administrators of the schools are required annually to complete and submit a State of California

Form 700 which details any relationships whieh might indicate the existence of a conflict of

interest. SIATech and NEWCorp employees or board members may not serve on any hoard of

·9·
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any type of telecommunications, Internet access, or internal connections service provider that

2 participates in the E"Rate program in the same Stale.

pattem analysis of applicants contracting with Trillion.

48. On or about October 12, 2010 through Novemher .5, 2010, USAC informed

SIATeeh and NEWCOlJl that their funding requests previously approved years ago arc now

denied.

49. Without a reversal of USA<~'s judgment SIATech and NEWCorp will be forced

to incur expenses that have not been budgeted.

50. The unanticipated cxpenses could jeopardize the continuing operation of SIATcch

and NEWCorp schools, which provide education to n popul!ltion of students thnt nil qunlify for

the Fedenll Free Reduced Lunch Program.

I declare under penalty of pCljury under the laws of the State of California the above is

~iP=-",- ,,-',,-'"" ThomasH¥ --..-.

true and correct.

46. SIATeeh and NEWCorp during the funding pcriod filed the required Stute of

California Form 700. (Attached hereto as "Exhibit S" is a true and correct copy of thc Califomia

Form 700.) A review of the FOlms indicates that the reporting employees did not report receiving

gifts and were in full compliancc with state and local conflict of intcrest requirements.

47. USAC authorized the OlG audit in 2009, received the final report on Deecmber 2.

2009, and issued their Managcment Lcttcr Rcsponsc on M[u'ch 10, 20.10. USAC requcstcd

!nfonnation from SIATech and NEWCorp on or about June 12, 2009 when they began their

December 9.2010
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